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3. Financial Concentration.

In the early period of industrialism, the technical and the
financial units in industry generally coincided. Few mill-
owners possessed more than one mill, and the common type of
business was the one-man firm or the partnership. These small
concerns lacked continuity. The death of the principal or of an
important partner often brought them to an end, And,, more-
over, their capital resources were limited. Working capital
might be obtained from the banks, but capital for the extension
of the business had to be supplied by the head of the firm him-
self. There was some point in describing the creation of capital
at this time as due to abstinence. The first race of factory owners
lived plainly and put all their savings back into the business.
'Like bees they saved and accumulated, not less to the advantage
of the whole community because they themselves held narrower
ends in prospect.'1 But industry could never have expanded to
its present limits if industrialists had been tied down to their
own resources. Some device was necessary to enable them to
tap the savings of the community and turn into fruitful channels
funds that would otherwise be idly hoarded. Such a device
was found in joint-stock enterprise.

In a joint-stock company, the ownership of the business is
divided up among a large number of small proprietors who are
'sleeping9 partners, so to speak. They supply the capital and
share in the profits, but they leave the management in the
hands of a small committee of directors. New capital is obtained
by making fresh emissions of shares, and as there is no limit to
the number of shareholders in a public company, the possibili-
ties of expansion are only limited by the capacity of the enter-
prise to make profit. We have seen how the technical unit of
industry has expanded. The financial unit has expanded still
more, until the two are no longer identical, a financial unit
usually controlling a greater or smaller number of technical
units.

Joint-stock enterprise dates back to the sixteenth century, but

1J. M. Keynes, Economic Consequences of the Peace, p, 16.